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With the background of economy and finance globalization, it is inevitable for 
developing countries to be confronted with the plight of currency mismatch during the 
participation of economic international exchange and cooperation, which is induced by 
discrepancy between denomination currencies of assets and liabilities or between those 
of revenue and expenditure. China is not the exception, and because of current and 
capital account surplus in the past several years, it has accumulated large scale of 
currency mismatch, which is featured by huge foreign exchange reserve. The currency 
mismatch problem would not only influence the monetary policy indexes such as 
money supply and RMB exchange rate, but also have impact on the effect of monetary 
policy such as output and price. 
Firstly, this dissertation establishes the modified AECM formula to calculate 
China’s ACEM index. The result indicates that China belongs to currency mismatch 
with net foreign asset. Secondly, it analyzes theoretically the impact of currency 
mismatch on money supply, interest rate, exchange rate and so on. Then, this paper 
establishes the theoretic models from the macro and micro perspectives to study the net 
worth effect and competition effect of currency mismatch with the background of 
exchange rate appreciation. Thirdly, it applies approaches such as ADF test, 
co-integration test, and VECM to study empirically the impact of currency mismatch 
on monetary policy variables as well as the output and price effects. 
According to the empirical analysis, the conclusion can be arrived at that currency 
mismatch impact on 0M 、 1M 、 2M  improves orderly, and it would interact with 
RMB appreciation of real effect exchange rate. The results indicate that the influence 
on output through money supply would more significant than that through REER. 
Moreover, the existence of currency mismatch would amplify the price effect of money 
supply. Lastly, this paper suggests that it be necessary to enhance regulation of 
currency mismatch and foreign exchange reserve in short-term, improve the rate 













in the long-term, which can alleviate, control or even eliminate currency mismatch. 
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